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Summary
This table provides a summarised update of the position which we reported to members of the Governance and Audit Committee on 26 July 2019. At that meeting, we explained that
we had decided to delay issuing our value-for-money conclusion. We have now completed the necessary additional work in order to provide our conclusion, and this update report
therefore sets out the findings from our value for money work.

Financial
Statements

Under International Standards of Audit (UK) (ISAs) and the National 
Audit Office (NAO) Code of Audit Practice ('the Code'), we are 
required to report whether, in our opinion, the Council's financial 
statements:
• give  a true and fair view of the financial position of the Council 

and its income and expenditure for the year; and
• have been properly prepared in accordance with the 

CIPFA/LASAAC code of practice on local authority accounting 
and prepared in accordance with the Local Audit and 
Accountability Act 2014.

We reported the findings of our audit to members on 26 July 2019 and duly issued our 
unmodified audit opinion on the Council’s accounts on 30 July 2019, enabling the 
Council to meet the deadline for publication of the audited accounts by 31 July.

Value for Money 
arrangements

Under the National Audit Office (NAO) Code of Audit Practice ('the
Code'), we are required to report if, in our opinion, the Council has
made proper arrangements to secure economy, efficiency and
effectiveness in its use of resources ('the value for money (VFM)
conclusion’).

We reported on 26 July that we had decided to delay issuing our value-for-money 
conclusion to enable us to consider whether there are any implications for our 
assessment of the Council’s governance following the then very recent announcement of 
the departure of the Chief Executive, which also followed the recent departure of the 
section 151 officer.  

We have now completed this assessment and this work, together with the work 
previously carried out in relation to your financial sustainability, means we are now able 
to issue an unqualified value-for-money conclusion.

Statutory duties The Local Audit and Accountability Act 2014 (‘the Act’) also
requires us to:
• report to you if we have applied any of the additional powers

and duties ascribed to us under the Act; and
• To certify the closure of the audit.

We have not exercised any of our additional statutory powers or duties.

Once we have provided our value-for-money conclusion, we will be able to formally 
conclude the audit and issue an audit certificate in accordance with the requirements of 
the Local Audit and Accountability Act 2014 and the Code of Audit Practice.

Independence and 
ethics

We are required to report to you our consideration of any threats to 
our independence as external auditors.

Our considerations remain as reported to you on 26 July 2019.
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Value for Money

Risk assessment 
We carried out an initial risk assessment in January 2019 and identified one 
significant risk in respect of specific areas of proper arrangements using the guidance 
contained in AGN03. We communicated this risk to you in our Audit Plan dated 
January 2019.  The risk related to the Council’s medium term financial sustainability. 

We in effect identified an additional risk to our value for money conclusion at a late 
stage of the audit which meant that we decided to delay issuing our value for money 
conclusion rather than issuing it alongside our opinion on the annual accounts. The 
risk arose from the then very recent announcement of the departure of the Chief 
Executive, which also followed the recent departure of the section 151 officer.  

Experience elsewhere shows that high levels of turnover among senior officers, and 
particularly the three ‘statutory’ officers – Head of Paid Service (CEO), s151 officer 
and Monitoring Officer – can be indicative of fundamental issues with a council’s 
governance and decision-making. We therefore wished to consider whether there was 
any evidence of such governance issues. The results of our work are summarised  in 
the table overleaf. 

Overall conclusion
Based on the work we performed to address the significant risk, we are satisfied that 
the Council had proper arrangements for securing economy, efficiency and 
effectiveness in its use of resources. 

Value for Money
Background to our VFM approach
We are required to satisfy ourselves that the Council has made proper arrangements for 
securing economy, efficiency and effectiveness in its use of resources. This is known as 
the Value for Money (VFM) conclusion. 

We are required to carry out sufficient work to satisfy ourselves that proper arrangements 
are in place at the Council. In carrying out this work, we are required to follow the NAO's 
Auditor Guidance Note 3 (AGN 03) issued in November 2017. AGN 03 identifies one single 
criterion for auditors to evaluate: 

“In all significant respects, the audited body takes properly informed decisions and deploys
resources to achieve planned and sustainable outcomes for taxpayers and local people.”

This is supported by three sub-criteria, as set out below:

Informed 
decision 
making

Value for 
Money 

arrangements 
criteria

Sustainable 
resource 

deployment

Working 
with partners 
& other third 

parties
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Key findings
We set out below our key findings against the significant risks we identified through our initial risk assessment and further risks identified through our ongoing review of documents. 

Value for Money

Significant risk Findings Conclusion

 Financial Sustainability

Our Audit Plan identified the risk as follows:

For 2019/20 the Council is proposing a balanced budget with
no use of General Fund reserves.

The medium term financial strategy (MTFS) to 2021/22 shows
funding gaps of £915k in 2020/21 and £1,178k in 2021/22. The
Council has developed commercial and transformation
programmes as set out in the Corporate Strategy and is
implementing these initiatives in order to reduce operating
costs and increase income streams over the medium term.
While this position is far less severe than that faced by many
authorities, it will still require careful planning and management.

We  have undertaken the following procedures to address this VfM risk:
• review the Council’s arrangements for identifying and agreeing 

savings plans to ensure that the Council is resilient to the increasing 
financial challenges of coming years.

• review the outturn for 2018/19 and the updated MTFS and gain a 
better understanding of the financial settlement impact, how the 
council plans to respond to it and also how the Council plans to 
remain financially sustainable in the medium to long term.

Our Findings:
• The authority reported an overspend of £0.686m on its net 

expenditure revised general fund budget for 2018/19. The General 
Fund reserve stands at £2.835m as at 31 March 2019. This is still 
above the minimum General Fund reserve balance set by the 
authority of £1m (6.2% of net expenditure).

• The authority has set a General Fund balanced budget of £14.632m 
for 2019/20. The Council will have General Fund reserves of 
£0.615m as at 31/03/2020 (forecast), which is above the minimum 
General Fund reserve balance set by the authority of 5% of net 
expenditure. The Authority has also set a balanced HRA budget.

• The authority has refreshed its Medium Term Financial Strategy 
2019/20 to 2021/22 and revisited its assumptions in February 2019. 
Based on these assumptions the authority has a balanced budget 
for 2019/20, which builds upon various savings schemes introduced 
during 2018/19. The authority has assumed a “stand still” funding 
position and on this basis has estimated it would have a budget 
shortfall of £962k in 2020/21, and a further £1,122k in 2021/22. The 
authority has in place a transformation plan and will start to see the 
benefits of this work in 2019/20.

• Since we carried out our work, the further deferral of the ‘fair 
funding’ review means that the above deficit positions will not now 
be reached until a year later ie the first significant deficit is expected 
in 2021/22.

Auditor view
Like most of local government, the authority 
faces a challenging future driven by funding 
reductions and an increase in demand for 
services. This is further complicated by the 
uncertainty relating to the future of financing 
of local government, particularly business rate 
reform, fair funding review and the strategy 
for funding social care.

The authority needs make tough decisions 
ahead to deliver balanced budgets over the
coming years, but also maintain strict 
budgetary control to minimise overspends 
and continue to monitor delivery of savings 
targets tightly.
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Key findings (continued)

Value for Money

Significant risk Findings Conclusion

 Turnover of statutory officers

Experience elsewhere shows that high levels of turnover
among senior officers, and particularly the three ‘statutory’
officers – Head of Paid Service (CEO), s151 officer and
Monitoring Officer – can be indicative of fundamental issues
with a council’s governance and decision-making. We therefore
wished to consider whether there was any evidence of such
governance issues.

Following the last meeting of the Governance and Audit Committee 
where we drew this concern to Members’ attention, we  have 
undertaken additional work to address this risk, primarily through 
discussions with senior officers.
We are now satisfied that there is no significant risk to our value-for-
money conclusion arising from the departure of the statutory officers. 
We were also encouraged to note a number of positive developments in 
relation to the Council's governance, including improvements being 
made to the arrangements for the governance of Council companies, a 
wide-ranging review of the Council’s constitution which is now 
underway and a forthcoming external review of the council’s 
governance to be carried out by a former Chief Executive from a large 
council elsewhere.

Auditor view
It is important that both members, including 
the new leadership, and officers fully grasp 
the opportunity presented by these reviews to 
ensure that the Council is run in an effective 
way going forward and that the appropriate 
safeguards are built in to ensure. We will 
continue to monitor progress during 2019/20.
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Fees

Audit Fees Proposed fee Final fee

Council Audit £36,400 £43,100

Total audit fees (excluding VAT) £36,400 £43,100

Fee Variations:

Assessing the impact of the McCloud ruling - The Government’s transitional 
arrangements for pensions were ruled discriminatory by the Court of Appeal last 
December. The Supreme Court refused the Government’s application for permission to 
appeal this ruling. As part of our audit we considered the impact on the financial 
statements along with any audit reporting requirements. 

£1,500

Pensions – IAS 19 - The Financial Reporting Council has highlighted that the quality of 
work by audit firms in respect of IAS 19 needs to improve across local government 
audits. Accordingly, we have increased the level of scope and coverage in respect of IAS 
19 this year.

£1,000

PPE Valuation – work of experts - The Financial Reporting Council has highlighted that 
auditors need to improve the quality of work on PPE Valuations across the sector. We 
have increased the volume and scope of our audit work to reflect this.

£1,000

Value for money – additional work necessary to respond to the risk identified following 
the departures of the Chief Executive and the s151 officer.

£2,200

Non Audit Fees Fees for other services
Fees 
£

Audit related services:

Housing Benefit (Subsidy) Assurance Process

Certification of Housing capital receipts grant

£8,750

£3,000

Non-audit services:

CFO Insights £5,000

Appendix A

We confirm below our final fees charged for the audit and provision of non-audit services.
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